
U S WEST, Inc.
Suite 700
1020 Nineteenth Street, NW
Washington, DC 20036
202 429-3133

Olenn BlOWn
Executive Director·
Public Policy

July 22, 1996

Mr. William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street N.W., Room 222
Washington, D.C. 20554

RE: CC Docket NO.96-45

Dear Mr. Caton:

EX PARTE OR LATE FILED
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Jut 2 2 1996

On July 18, 1996 Glenn Brown of U S WEST made a presentation to the
Universal Service Joint Board Staff at their meeting at the NARUC Summer
Meetings in Los Angeles, California. The subject of the presentation was an
overview of the funding of the new explicit universal service fund. The
attached charts were used during the presentation.

In accordance with Commission Rule 1.1206(a)(1), two copies of the letter are
being filed with you for inclusion in the public record. Acknowledgement and
date of receipt are requested. A copy of this transmittal letter is provided for
this purpose. Please contact me if you have questions.

Sincerely,

cc: Joint Board Service List

No. of Copies rae'dC) t)
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tI Univelsal Service support for low income customers, social programs such
as TRS, and high cost to serve customers is a social goal and should come
from general fund revenues. While this is the ideal scenario, political
reality and the Telecommunications Act require an alternative solution
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tI Everyone benefits from the ubiquity of the network and everyone should
contribute to its viability

V FUnding should be broadly based and competitively neutral
..Broad base will reduce disparities among competitors
-Broad base will lower the surcharge, reducing the burden on anyone
group of customers

tI USF charge should be levied on retail services only
,

~ tlUSF charge should,be~~~theen~ user cu~tonMtr
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Funding Should Be Broadly Based
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Broad base will reduce disparities among competitors

A USF charge should apply to services or products provided by,
among others, the local exchange companies; interexchange
carriers; mobile telephone and radio communications companies
(including cellular, peN, and radio common carriers); on-line
services; cable companies providing telecommunications services;
competitive access providers; resellers of telecommunications;
telecommunications customers of private networks; etc.
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Broad Support for an End User Retail Revenue·
. , Charae

As • compeIItiveir neutral medNJnifIIft to auppottun"'"&Vice, GTEproposes • single unifotm surcharge
applied to .11 end user transaction.... H.. GlE ptOpOfI~ the Federal plan is based on tire entire 44core" service on
8 non-jurisdicfional basi., and used to fund offsetting reductions in both state and interstate ratH, then the basis
for funding should be all end-user retail revenue, both state and interstate. This approach will provide the largest
possible funding base, the lowest possible "rate" for the surCharge, and hence the least distortion in customer
behavior

GTE Initial Comments p.16-f7

A surcharge on all retail te*ommunic:ations services, both interstate and intrastst., creates a fair, simple and
efficient recovery mechanism

AT'T Initial Comments p. 8

The eaieatmefItod10 maIre support funding aplicit is to eslabllsh • sun:hMfe"'" is 10 lie ......by ClllTHn
to fINIk inttn.... ,.,." lelecommunic8tfons....CUSIOInMI. ."". suroIt.,. would be IJIJ uplldt chMge ....
on • custamer's,...d would be. setpen:.,."'" of the Interstate amount billed.

Southwest..n BeN In;"'" Comments p.19

AllprovldtNs 01 ffJIecommunications services, , both facilities baaed and resellers , should be required '0 contribute
'0 the IIarious support mechanisms. This would include ., minimum, exchange carriers, interexchange CII"iers,
competitive accas providers, competitive local exchange carriers, commercial mobile radio .-viceproviders,
m;cf'OMlveINteIli'e based pro"iders (when uNd lor "l8communicatiolJS ..",icftJ, VaT proridets IItId cable
television providtn (when tIHIlr fIIciIififi are uMd to provi_ te#fIeommunlcallons ..wi..), .""pro""" of
"""""'.sion ccmponenfS of Infotrndon.......... FUIIdinf Mould- ....d on..",.,.In!ll'.....,....... }
...ocitItMI with ,.,., (1.&, ........'.,...".,IIL CoI«:fIirtJ • fIte.1tIn* aItouldlJe·fhroIiIh;~ 1iicMI.~'" 1""1«1 to MI,..,.,l~ lncIudedln lite "',.."...... . . '. . " 1
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Calculation of Surcharge
Example

$158 Fund Size (High Cost and Education)
-- 8.5% USF Charge

~.
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$176.28 Total Retail Revenues
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The broader the base the smaller the USF. ;" .' ,,' ~ . - . . . , -. . . \ ;. .
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Retail USF SUfcharge SuperiQr to Other Alternatives
Net of Payment. &fade to'Other Carriers is' Not Competitively Neutral

• •Retail Option Net 01 Payments Ullde to Other Carriers

Assessment Assessment
On On

Existing Provider:
Imputed Access Cast
Additional Support
Total Retail Revenues

$50
---ii
$100 $100

Existing Provider:
Imputed Access Cost
Additional Support
Tot.. Retail Revenues

$50
---Ii
$100 $100

TOIII~Based On -llI1l

I*AI.....tlleM On

Accea Sold ao New
Entrant $ 50
To&Il A......nt Baed 0"

Accea Sold to New
EnIrInt

Other Provict.:
Access Bought from
Existing Provider

Revenues above cost
TotII Retail Revenues

$50

$50----.
$100 $100

Other Provider:
Access Bought from
Existing Provider
Revenues abo" cost
Total~I Revenues

$50
Jl
SUM)

50
..lUI

50

J..Jil...
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UrI/versa! Sen/ice

The lRS Funding Mechanism with S~e
Modifications is a Good Starting Point for Building a

USF Mechanisms

Modifications Should Include:

", Broaden the funding base

t/ ltandate cost recovery through universal service charge on end user
custOmers' bill

tI' Assess universal service charge on retail revenues, not gross revenues
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Vermont Example

tI A universal service surcharge is imposed on all retail telecommunications service
provided to a Vermont address

tI The charge is imposed on the person purchasing the service, but shall be collected
I by the telecommunications provider

tI The Universal Service charge shall not apply to wholesale transactions between
telecommunications service providers where the service is a component part of a
service provided to an end user.

t/ Telecommunications service provider means • company required by law to hold a
cettiflcate of public good from the public service board to offer telecommunications
service for intrastate. or is authorized by the Federal Communications Commission to
offer interstate telecommunications service.

\
: ~ . ',,'

f ~ ~
". ,-" ~ ,'r ;', "~I I $ • ~ " .'

J; JvIr~'" [J2!\/ i ~ $ ,I ~ ~~ ,'0.'" ' • 1'"' , •


